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R 081035Z NOV 73 
FM AMEMBASSY ISLAMABAD 
TO SECSTATE WASHDC 1926 
INFO AMCONSUL HONG KONG 
AMCONSUL KARACHI 
AMCONSUL LAHORE 
AMEMBASSY MANILA 
AMEMBASSY PARIS 
AMCONSUL PESHAWAR 
AMEMBASSY SINGAPORE 
AMEMBASSY TOKYO 

UNCLAS ISLAMABAD 9620 

DEPT PASS TREASURY 

MANILA PASS USADB 

PARIS PASS OECD 

E.O. 11652: N/A 
TAGS: ETRD, EIND, PK 

SUB J : GOP ANNOUNCES NEW EXPORT DUTIES ON COTTON MANUFACTURES 

1. IMMEDIATELY FOLLOWING EID HOLIDAYS GOP ANNOUNCED NEW 
TAXES UPON EXPORTS OF COTTON YARN, THREAD AND FINISHED 
TEXTILES. TEXES ARE EFFECTIVE IMMEDIATELY, BUT WILL NOT 
FALL UPON EXPORTS MADE AGAINST LETTERS OF CREDIT OPENED 
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2. COTTON YARN EXPORTS (EXCEPT FOR HIGHER COUNT YARNS) 

WILL NOW BE SUBJECT TO AN AD VALOREM TAX OF 40 PER CENT. 

DECREE ALSO CONTAINS PROVISION THAT AD VALOREM TAX ON 
YARN CAN NOT EXCEED RS. 5 LB (RS. 9.9 EQUAL DOLS1) BUT THIS 
MAXIMUM IS LARGELY INOPERATIVE, AS EVEN AT THE CURRENT RECORD 
WORLD PRICES, THE AVERAGE TAX ON PAKISTANI YARN IMPORTS WILL 
BE ABOUT RS. 2.97/LB. HIGHER COUNT YARNS (21-24 COUNTS) ARE NOW 
SUBJECT TO BOTH AND VALOREM TAX AND NEW SPECIFIC EXPORT 
DUTY OF RS. 0.40/LB. NOT TO EXCEED TOTAL RS. 5.40/LB. 

3. THREAD EXPORTS ARE ALSO SUBJECTED TO A 25 PER CENT 
AD VALOREM TAX. 

4. ONLY TOWELING AND HOSIERY, AMONG FINISHED TEXTILES, ARE 
SUBJECT TO NEW TAXES. 15 PERCENT AD VALOREM TAX LEVIED ON 
BOTH. 

5. WE ESTIMATE THE NEW TAXES WILL YIELD ABOUT 1000 MILLION 
RUPEES (DOLS101 MILLION) DURING REMAINDER OF 1972/73 FISCAL 
YEAR. IF EXPORT PRODUCTION REACHES OPTIMISTIC GOP TARGET 
LEVELS, TAX COLLECTIONS FROM THIS SOURCE, COULD REACH 
RS. 1178 MILLION (DOLS118 MILLION). 

6. GOP PRESS RELEASES STRESS THAT NEW TAX HAS TWIN PURPOSE: 

A) TOGATHER WINDFALL PROFITS RESULTING FROM WORLDWIDE 
INCREASE IN TEXTILE PRICES INTO GOVERNMENT COFFERS, AND 

B) TO ENCOURAGE MANUFACTURERS TO UNDERTAKE MORE 
COMPLEX PROCESSING OF FINER CLOTHS AND TEXTILES BY 
MAKING THESE ACTIVITIES MORE PROFITABLE AFTER TAXES THAN 
SIMPLER ALTERNATIVES. WE BELIEVE THAT NEW TAXES WILL DO 
BOTH. 
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